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ENDNOTES
	 1	 See	Harl,	 “The	Trap	 in	Liquidating	 an	S	Corporation	That	
Was	Formerly	a	C	Corporation,”	19	Agric. L. Dig. 81	(2008).	See	
generally	 7	Harl,	Agricultural Law	 §	 56.02[1][a]	 (2008);	Harl,	



























liquidation	of	a	corporation	shall	be	treated	as in full payment in 
exchange for the stock.”	[Emphasis	added.]		Note	that	the	language	
does	 not	 refer	 to	S	 corporation	 shareholders	 or	C	 corporation	
shareholders,	 but	 to	 “a	 shareholder.”11	Moreover,	 I.R.C.	 §	





	 However,	 with	 I.R.C.	 §	 331	 trumping	 the	 S	 corporation	
distribution	rules13	as	well	as	the	C	corporation	distribution	rules,14	
the	provisions	in	Section	331(a)	govern	S	corporation	liquidations.	



















liquidation19	 and	 a	 series	 of	 distributions	 short	 of	 a	 complete	
liquidation20	can	be	an	important	one.	
	 All	of	this	does	not	take	into	account	the	possibility	of	built-in	















as	 public	 assistance	 because	 the	 payment	 did	 not	 have	 a	 public	
assistance	purpose	but	was	intended	as	an	economic	stimulus.	The	
court	also	held	that	the	entire	payment	was	subject	to	bankruptcy	
estate	 administration	 because	 the	 payment	was	 not	 an	 advance	
payment	of	a	2008	tax	refund.		In re Wooldridge, 2008-2 U.S. Tax 
Cas. (CCH) ¶ 50,670 (Bankr. Idaho 2008).
C.B. 228)	table	amount,	or	the	current	published	one-year	term	








trust’s	obligation.	Ltr. Rul. 200848002, Aug. 19, 2008.










disallowed	because	 the	 taxpayer	provided	only	 testimony	of	
estimated	wages	paid,	without	any	written	documentation	 to	
support	 the	 testimony.	The	 court	 held	 that	 a	 portion	 of	 the	
deduction	for	supply	expenses	was	properly	disallowed	because	
the	taxpayer	provided	written	proof	of	the	expenses	but	the	proof	
did	not	 identify	 the	purchase	date	of	 the	 supplies.	The	court	
disallowed	office	expense	and	travel		deductions	because	the	
taxpayer	failed	to	provide	any	documentary	evidence	to	support	
the	nature,	cost	or	date	of	the	expenses.	Fay v. Comm’r, T.C. 
Summary Op. 2008-152.
	 CASUALTY LOSSES.	The	 taxpayers	 sustained	 damage	
as	a	result	of	hurricane	Rita	to	their	residence,	a	camp,	and	a	
wharf.	The	taxpayers	claimed	a	casualty	loss	deduction	for	the	
damage	 to	 their	 residence	by	computing	 the	decrease	 in	 fair	


















FEDERAL  AGRICULTURAL 
PROGRAMS
	 FARM LOANS.	The	FSA	has	adopted	as	final	regulations	









regulations	 also	 amend	 the	 regulations	 governing	 lease	 and	
disposal	 of	FSA’s	 real	 estate	 inventory,	which	 currently	 give	
priority	to	beginning	farmers	and	are	being	amended	to	also	give	
priority	to	socially	disadvantaged	farmers.	73 Fed. Reg. 74343 
(Dec. 8, 2008).
	 MILK.	The	CCC	has	adopted	as	final	regulations	amending	
















	 GIFTS.	 The	 taxpayers,	 husband	 and	 wife,	 created	 an	
irrevocable	trust	for	the	benefit	of	their	grandchildren,	and	the	
trust	subsequently	purchased	two	second-to-die	life	insurance	
policies	 on	 their	 lives.	Under	 the	 agreement,	 the	 trustee	was	
designated	 as	 the	 owner	 of	 the	 policies	 and	 could	 exercise	
all	 rights	 of	 ownership,	 except	 the	 right	 of	 the	 couple	 to	 be	
repaid	 the	 then	cash	surrender	value	of	 the	policies	upon	 the	















the	residence.	CCA Ltr. Rul 200849014, Aug. 20, 2008.
 DEPRECIATION.	CCH	has	 published	 an	 article	 on	 the	
definition	of	truck	for	purposes	of	the	“luxury	car”	depreciation	
limitations	for	trucks	or	vans,	as	provided	in	Rev. Proc. 2003-
75, 2003-2 C.B. 1018, to	include	sports	utility	vehicles	(SUVs)	
in	the	definition	of	truck	if	the	SUV	is	built	on	a	truck	chassis.	





in	49	C.F.R.	§	523.5)	may	be	applied.	Suelzer, “Unibody SUVs 
May Qualify for Exemption from Luxury Car Depreciation 
Caps,” 2008TAXDAY, (Dec. 09, 2008), Item #I.1.
	 EARNED INCOME CREDIT. The	 taxpayer	 filed	 as	 an	





evidence	 that	 the	 taxpayer	 and	half-sister	 shared	 a	 common	






relationship	and	support	for	the	children.		Pavia v. Comm’r, 
T.C. Memo. 2008-270.





advice	memorandum,	 the	 IRS	 ruled	 that	 the	proceeds	of	 the	
sales	of	the	gift	cards	were	taxable	income	in	the	year	received	
and	were	 not	 excludible	 as	 advance	 payments	 under	Treas.	




200849015, Aug. 22, 2008.
	 INTEREST RATE.	 	The	IRS	has	announced	 that,	 for	 the	
period	January	1,	2009	 through	March	31,	2009,	 the	 interest	
rate	paid	on	tax	overpayments	decreases	to	5	percent	(4	percent	
in	the	case	of	a	corporation)	and	for	underpayments	decreases	
to	 5	 percent.	The	 interest	 rate	 for	 underpayments	 by	 large	
corporations	decreases	to	7	percent.	The	overpayment	rate	for	
the	 portion	 of	 a	 corporate	 overpayment	 exceeding	 $10,000	
decreases	to	2.5	percent.	Rev. Rul. 2008-54, I.R.B. 2008-52.	
	 LIMITED LIABILITY COMPANIES. In	a	Chief	Counsel	
Advice	letter,	the	IRS	discussed	the	requirements	for	making	
assessments	 of	 employment	 taxes	 against	 a	 single-owner	
limited	liability	company	which	is	a	disregarded	entity.	The	
ruling	states:
	 “Although	 a	 single	member	 limited	 liability	 company	












owner	individual.	CCA Ltr. Rul. 200848039, July 6, 2008.
 PENALTIES. The	 court	 held	 that	 the	 taxpayer	was	 not	
subject	 to	 the	accuracy-related	penalty	under	 I.R.C.	§	6662	
for	tax	errors	resulting	from	the	taxpayer’s	accountant’s	faulty	
bookkeeping.	However,	the	taxpayer	was	subject	to	the	penalty	
for	 improper	 claiming	of	 the	 bonus	 depreciation	deduction	
for	an	airplane	where	the	deduction	was	based	on	a	magazine	
article	which	was	written	 before	 the	 bonus	 depreciation	
legislation	was	final.	January Transport, Inc. v. Comm’r, 
T.C. Memo. 2008-268.





percent	 permissible	 range	 is	 5.64	 percent	 to	 6.27	 percent.	
Notice 2008-112, I.R.B. 2008-51.




in	income.	Ltr. Rul. 200848054, July 24, 2008.
 QUALIFIED DEBT INSTRUMENTS.	 	 The	 IRS	 has	




















effective	S	corporation	election.	CCA Ltr. Rul. 200848050, 
July 22, 2008.
	 SAVER’S CREDIT.	The	 IRS	 has	 published	 a	 reminder	

































employment	was	held	 to	be	subject	 to	self-employment	 tax.	
Pate v. Comm’r, T.C. Memo. 2008-272.
	 The	 taxpayers,	 husband	 and	 wife,	 were	 lawyers	 who	
originally	practiced	 through	a	professional	 corporation.	The	






















and	 should	have	 realized	 that	 the	 generous	 tax	benefits	were	
sufficiently	suspicious	to	warrant	further	investigation	more	than	
the	reliance	on	the	advice	of	the	partnership	promoter.	Watson 
v. Comm’r, T.C. Memo. 2008-276.
	 THEFT LOSSES.	The	 taxpayer	 had	made	 investments	 in	







the	 tax	year	 in	which	the	losses	were	claimed.	 	Vincentini v. 
Comm’r, T.C. Memo. 2008-271.
	 TRAVEL EXPENSES.	 The	 taxpayer	was	 employed	 as	
an	 airplane	mechanic	near	 the	 taxpayer’s	 residence	when	 the	
taxpayer	was	laid	off.	The	taxpayer	continued	to	work	for	the	
employer	by	accepting	a	job	in	another	city	where	the	taxpayer	






job	had	an	uncertain	and	indefinite	duration.	Koepke v. Comm’r, 



















was	not	applied	to	the	taxpayer’s	trust.	Ltr. Rul. 200848003, 
Aug. 18, 2008.
	 WITHHOLDING TAXES.	The	 IRS	has	 issued	 a	 notice	











respect	 to	amounts	 includible	 in	gross	 income	under	I.R.C.	§	
409A	for	2008.	Generally,	these	requirements	for	2008	reflect	an	
extension	to	2008	tax	years	of	the	guidance	provided	in	Notice 
2006-100, 2006-2 C.B. 1109	and	Notice 2007-89, 2007-2 C.B. 
988	applicable	to	2005,	2006	and	2007	tax	years.	The	IRS	stated	
that	the	guidance	will	continue	to	be	effective	for	subsequent	tax	




Tax	 Increase	Prevention	 and	Reconciliation	Act	 of	 2005	 that	
require	federal,	state,	and	local	government	entities	to	withhold	
income	tax	when	making	payments	to	persons	providing	property	



























































	 	 	 Homestead	27
	 	 	 Mortgage	loans	35
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	 Income	in	respect	of	decedent
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